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TO THE STOCKHOLDERS OF 


RAMacy ¢ Co,Ine 


New York, N. Y., April 11, 1942 


I rrANsMit to you herewith the annual report for the twenty-third year 
of R. H. Macy & Co., Inc. as a corporation and with it comments upon 
various aspects of the past year’s experience. The year past was the 


eighty-fourth in the history of the store. 


FINANCIAL REVIEW 
The present report covers a period of 52 weeks ended January 31, 1942, 
compared with the same period ended February 1, 1941. 

The sales for the retail units in the fiscal year just closed and for the pre- 
ceding year are as follows: 


THIS YEAR LAST YEAR %CHANGE 
Macy’s-New York . . . . $99,679,025.07 $87,642,149.77 13.73 
L. Bamberger & Co. . . . 36,870,972.66 83,230,937.62 10.95 
The Lasalle & Koch Company  8,478,629.93 7,102,771.21 19.87 
Davison-Paxon Company . . 8,494,267.88 7,3847,719.07 15.60 


$153,522,895.54 $135,323,577.67 13.45 


The sales of Macy’s-New York, as shown above, which include its Park- 
chester branch, are larger than those of the parent store for any year in its 
history. The total sales of the Corporation are the largest in its history. 

The consolidated net profit applicable to the common stock of R. H. Macy 
& Co., Inc. was $3,641,426.95, compared with $4,269,009.57 earned in the 
preceding fiscal year, equivalent to $2.20 per share on 1,656,067 shares out- 
standing on January 31, 1942, as against $2.57 on 1,659,554 shares outstand- 
ing on February 1, 1941. These comparative figures are affected by a number 
of changes in accounting policy, of which the most important is a change 
in method of valuing inventories discussed in the next paragraph. Other 
changes are explained in Note 5 to the accompanying financial statements. 

Your Corporation has decided to adopt for book purposes the so-called 
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Lifo (last-in first-out) method of inventory valuation. The adoption of this 
method will serve to reduce in some measure distortion of annual earnings 
due to appreciation and depreciation in inventory values during a period of 
extensive changes in price levels. Our previous method of valuing inventories 
was “cost or market, whichever is lower” as determined by the retail method. 
Under our present practice the Lifo method has been used to determine cost. 
The effect of using this method instead of that previously employed has been 
to value inventories $2,390,868.00 less. As compared with the results which 
would have been shown by the previous method, profits before taxes are 
$2,390,868.00 lower, provision for federal taxes on income is $860,000.00 
lower, and net profits after taxes accordingly are $1,530,868.00 lower. Under 
existing provisions of the federal tax laws, the Lifo method may not be used 
by these companies for tax purposes, but it is believed that retroactive legis- 
lation will be enacted permitting its use for the year covered by this report. 
In the event, however, that retroactive legislation of a satisfactory character 
is not enacted, the taxable income of these companies would be increased by 
the aforementioned $2,390,868.00 and the tax liability would be increased 
by the $860,000.00. 

Provision for federal taxes on income increased from $1,053,000.00 to 
$2,010,000.00. 

Dividends were paid during the year at the rate of 50c per share for 
each quarterly period. At a regular meeting held on January 28, 1942, the 
directors declared a dividend of 50c per share payable on April 6, 1942. This 
dividend of 50c per share was in lieu of the dividend in that amount paid 
by the Corporation for several years on March Ist. This year the date of pay- 
ment was postponed for approximately one month. Accordingly, subject to 
the decision of the directors in the light of then existing circumstances, it is 
contemplated that hereafter the schedule for dividends will be January, 
April, July, and October. 

The directors also voted a special dividend of 17c per share payable April 
6, 1942, stating that “this is not an extra dividend and does not represent an 
increase in the dividends heretofore paid annually, nor is such action to be 
regarded as a precedent with respect to the declaration of dividends in the 
future. It simply means that since the dividend of 50c previously paid on 
March Ist has been postponed one month, it was thought fair to recompense 
the stockholders by the 17c special dividend which is approximately one- 
twelfth of the dividends heretofore paid annually.” 
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Statement 1 following shows the Comparative Consolidated Balance Sheet 
for the Corporation as of January 31, 1942. Table 1 shows the Comparative 
Balance Sheet Statistics for the last five years, and the Comparative Operat- 
ing Statistics for the same period are shown in Table 2. 

Working capital has increased $4,459,656.16, current assets aggregate 
$43,911,352.18, and current liabilities $12,152,569.68. Notes and accounts 
receivable amount to $12,041,943.41, compared with $10,622,490.57 as of 
the end of the preceding year. Merchandise inventories of the four units 
aggregate $21,646,777.87, compared with $17,418,002.33 for the preceding 
year. 

The increase in inventories results both from a larger volume of sales and 
from the need under present disturbed conditions of acquiring in larger 
measure desirable merchandise as it becomes available. Commitments have 
been almost exclusively confined to requirements for the present fiscal year. 
The merchandise situation is commented on more fully later in this letter. 

During the course of the year we reduced the mortgage on the Bamberger 
property from $2,900,000.00 to $1,900,000.00. 

The following assets which had been carried on the books on a basis other 
than cost to the respective companies, were restated on the books at cost to 
the respective companies as explained in the accompanying financial state- 
ments (see Notes 5B and 5C): — land, buildings and building equipment 
of L. Bamberger & Co.; a parcel of land owned by the Corporation; invest- 
ments of the Corporation in the capital stock of its subsidiaries; investments 
of L. Bamberger & Co. and The Lasalle & Koch Company in the capital stock 
of their subsidiaries. 

In January of this year, your Corporation made an arrangement for a loan 
of $5,000,000.00, to be repaid over a period of three, four, and five years in 
amounts respectively $1,600,000.00, $1,800,000.00, and $1,600,000.00, with 
interest at the rate of 14% per annum. 


AUDIT COMMITTEE 


The Audit Committee consisting of four members of the Board of Directors, 
only one of whom was an officer of the Corporation, was appointed to study 
and make recommendations concerning the annual audit. At a meeting of 
stockholders on April 29, 1941, this action of the Board was ratified. The 
Audit Committee recommended that Messrs. Touche, Niven & Co. be re- 
tained as in the past, as auditors of the Corporation and its subsidiaries. 
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RETIREMENT FUNDING 


For many years the Corporation and its predecessor partnerships have 
charged as a current expense, allowances made to long-service employees as 
they were retired from active work. Most of these long-service employees 
had not been entitled to any of the benefits arising out of the Social Security 
Laws. 

During the past fiscal year the Corporation obtained from the Treasury 
Department a ruling to the effect that a single premium payment by the 
Corporation to an insurance company for the purchase of annuities funding 
this recurring expense would be deductible by the Corporation as a business 
expense for federal income tax purposes for the year in which such premium 
is paid. The Corporation then purchased from the John Hancock Mutual 
Life Insurance Company paid-up annuities under a group annuity contract 
for those then on the retirement roll of the Corporation who were receiving 
allowances of about $116,000.00 per annum in the aggregate. The single 
premium cost of those annuities was estimated at $1,237,000.00, which the 
Corporation paid to the insurance company. That amount has been charged 
against the earnings for the past fiscal year. Under the arrangement the in- 
surance company will pay to these retired employees for life, commencing 
July 1, 1942, annuities in amounts equal to and in lieu of the allowances which 
the Corporation had been paying to them. One hundred and thirty-six retired 
employees were covered by these annuities. The largest annuity thus payable 
is $5,000.00 per annum. 

None of these retired employees had been a director or officer of the 
Corporation with the exception of one who had been an Assistant Treasurer. 
Five of those affected were stockholders holding, in all, 456 shares of stock. 

Any allowances which the Corporation may deem it desirable to make 
hereafter to other loyal, deserving, long-service employees who may be re- 
tired from active work, will not necessarily be in the form of insurance com- 
pany annuities and therefore the action taken is not to be regarded as a 
precedent. 


CHANGES IN ADMINISTRATION 


Mr. Ralph I. Straus, Secretary of the Corporation, resigned during the year 
to assume duties with a government war agency in Washington, D. C. The 
Board of Directors then elected Mr. Delos Walker, Vice President, to the 
additional office of Secretary of the Corporation. Mr. Straus remains a mem- 
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ber of the Board. There were no other changes in corporate administration. 


MACY’S-PARKCHESTER 

On October 18th Macy’s-Parkchester was opened to the public. This branch 
store in the borough of the Bronx is located in the new housing development 
of the Metropolitan Life Insurance Company which provides for 12,500 
families. The store, occupying 100,000 square feet in the main floor and 
basement of two large apartment dwellings, is merchandised by the depart- 
ment managers of Macy’s-New York and benefits by many other advantages 
provided by the parent store. The store has proved popular from the open- 
ing day, attracting customers from a large area of the Bronx as well as Park- 
chester residents. The rate of sales maintained to date indicates a profitable 
first year of operation. 


MACY’S OF SYRACUSE 

On December 27th we discontinued our branch store in Syracuse, New York. 
This was a small unit intended as an experiment to test the possibility of a 
chain operation as a by-product of a large department store. The first year’s 
sales were disappointing and unprofitable and the store was discontinued 
because of our unwillingness to sustain further loss when further experiments 
would be handicapped by war-time shortages of goods and personnel. 


MACY’S LATIN AMERICAN FAIR 

From January 17th to February 7th, Macy’s-New York held a Latin-American 
Fair which was attended in all by 825,000 visitors. In the Fair, Macy’s ex- 
hibited and offered for sale a large and varied collection of South and Central 
American merchandise, handicrafts, and fine arts, presented against a back- 
ground reflecting the culture and charm of Latin America. For the three 
weeks the Fair constituted an outstanding cultural and amusement attraction 
in the city and the publicity given to it throughout North and South America 
was profuse and flattering. The Fair made Macy’s known to millions of po- 
tential visitors from Latin America. Through it we developed new permanent 
sources of merchandise and made a contribution to inter-American relations. 


PLANT IMPROVEMENTS 

At Macy’s-New York, no substantial changes in plant and equipment were 
made during the year other than the discontinuance of the operation of the 
public restaurant. The re-establishment of public restaurant accommodations 
has been deferred until after the war emergency. 
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The Corporation spent a substantial amount for air raid protection. Well- 
instructed personnel has been organized to act in emergencies. 

Substantial plant improvements were made during the past year in the 
Lasalle & Koch store in Toledo. The second and fifth floors were completely 
remodelled and five other floors redecorated. 


LABOR RELATIONS 


In Macy’s-New York, labor contracts were renewed covering the staffs at 
the warehouse, delivery, and certain non-selling departments. These con- 
tracts run for a term of three years and are open for wage negotiations an- 
nually. Some additional categories of employees were embraced in these 
renewals being, for the most part, those engaged in building service em- 
ployment. 

In Macy’s-New York and at Bamberger’s, the year also saw the introduc- 
tion of the 40-hour 5-day week for employees. This followed the adoption 
of the same schedule by stores generally within the metropolitan area. The 
new schedule has added considerably to the expense of doing business. It 
has complicated the efficient scheduling of personnel to meet the flow of 
customer patronage. 

Bamberger's signed a contract covering the store personnel which had not 
been previously affected by contract or agreement. The term of the contract 
is for three years. 

Lasalle & Koch renewed contracts covering thirteen categories of em- 
ployees. 


PERSONNEL IN WAR SERVICE 


A considerable number of our personnel has entered the war services. The 
total number is about 1100 to date: approximately 850 employees from 
Macy’s-New York; 175 from Bamberger’s; 38 from Davison-Paxon; 37 from 
Lasalle & Koch; and 21 from station WOR. 


GENERAL 


In concluding this report, I believe it proper to call to your attention some of 
the implications of the war and the war program on the conduct of this 
business. 

It is evident that the supply of raw materials and productive facilities in 
this country are insufficient both to carry through the war program and to 
provide the usual flow of consumer goods. 
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The Government will continue, by orders of reduction, allocation, and 
rationing, to limit the output of merchandise available to the public. Regu- 
lations have already been issued affecting distribution of refrigerators, tires, 
radios, typewriters, bicycles, men’s clothing, etc. 

Scarcity of raw materials and government rationing and allocating of 
supplies to manufacturers have produced shortages in many of the merchan- 
dise lines we sell. Deliveries from vendors are uncertain and it has become 
necessary for us to anticipate our requirements further ahead than usual 
and to carry considerably higher stocks. Fortunately the ingenuity of manu- 
facturers in providing substitutes is already apparent and will offset, in part, 
the effect of the shortages of materials in the supplying of consumer needs. 

The Government has placed ceiling prices on merchandise at the manu- 
facturers’, wholesalers’ and, in some cases, at the retail level, and we must 
be prepared to accommodate our operations to an extension of these ceilings. 

Many of the costs which enter into our operations have risen with the 
general advance in prices. As previously mentioned, a considerable number 
of our employees has joined the war services and many others have left 
to go into war industries. Although we have provided intensive training and 
supervision, nevertheless our efficiency has been affected by their replace- 
ment with inexperienced personnel. To date the increase in the volume of 
our sales has absorbed most of the increased costs of operation. 

There is a degree of flexibility in retailing, both in promoting merchandise 
and in controlling operating expenses which should serve us well in the 
present emergency. 

In all of the communities in which we operate we have joined other mer- 
chants in instituting measures which will assist in the adaptation of our 
industry to the needs of war times. 

We are confident that the Macy organizations are well prepared to operate 
and to adjust to what may lie ahead. 

I repeat again my thanks to the executives and staff of the organization 
for their effective cooperation in their duties during the past difficult year. 


Respectfully submitted, 
JACK I. STRAUS 
President 
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R. H. MACY & CO., INC. (A New York Corporation) AND SUBSIDIARY 
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ASSETS 


CURRENT ASSETS: 


Cash on demand deposit and on hand.................. 0.0: 0sseeeee 
Investments: 
United States Government obligations — at cost ($3,125,000.00 face 
EY i cccitiircn sca a een ee ee 
Other marketable securities — on the basis of cost or market, which- 
URE I its ace man cocci rienmsiec ond coese Rona 
Notes and accounts receivable: 
Regular retail, less reserves of $262,200.00 at January 31, 1942 and 
par, 100.00 at Potwuaty 1, TOEL. 66: Siege sis bed eae as 
“Cash-Time” and other instalment accounts (the terms on a portion 
of which extend beyond one year), less reserves of $548,000.00 at 
January 31, 1942 and $425,300.00 at February 1, 1941.......... 
Merchandise inventories on hand and in transit — on the bases explained 
i sss pcisteend Soin SAG aa a a ES A IR 
REE CRONE Ss 5S EVR aud ay ea one sae ele ole ReKa ees ens oeRT 


OTHER ASSETS: 


Land, buildings and equipment not used in operations — on the bases 
explained in Notes 2 and 5B, less depreciation of $73,116.96 at 
January 31, 1942 and $144,550.50 at February 1,1941........... 

Investment in Macy’s Bank — at cost at January 31, 1942 (equity in net 
assets $766,378.16) and at equity in net assets at February 1, 1941 
CO DU age c0e arab tty Ends RAR cakes WER a Ras BOs GOK 

RAE WO CIE ois vp cco Gesunde Pines uaksaeetiesskens 

Deposits with mutual insurance companies......................0... 

PN. 25528523 G5 oem Ga a ae ee areas sia vgka ok 


FIXED ASSETS — on the bases explained in Notes 2 and 5B: 
Land, buildings and building equipment on owned land: 


TR eg ate Wee 6 i iy i oh ene ae 
Buildings and building equipment, less depreciation of $12,636,245.39 

at January 31, 1942 and $11,616,81481 at February 1, 1941...... 
Buildings and building equipment on leased land and improvements to 
leased properties, less amortization of $11,289,675.98 at January 

31, 1942 and $9,973,454.10 at February 1, 1941................. 

Store fixtures and equipment, less depreciation of $6,525,093.91 at Janu- 
ary 31, 1942 and $6,091,647.20 at February 1,1941............. 
Delivery equipment, less depreciation of $247,738.21 at January 31, 1942 
and $277,075.48 at February 1, 1941.......................... 


PREPAID EXPENSES AND DEFERRED CHARGES: 


LIES OE WIE ss 55 8 55 2558 i en estore ee FoKes FeeaRe Rs 
Unexpired insurance, prepaid taxes, etc... .....6...05 sca cece ees 
Unamortized premium and expense in respect of long-term debt....... 


rmT EA: Flue PS oe, os hk Se ce ees 


See explanatory notes on page 18. 
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JANUARY 31, 
1942 


$ 6,020,903.56 


3,124,527.98 


5,509,740.41 


6,532,203.00 


21,646,777.87 
1,077,199.36 


$43,911,352.18 


$ 625,086.71 


743,000.00 

41,287.70 
114,390.49 
467,771.28 


$ 1,991,536.18 


$ 6,935,997.81 
16,215,845.90 


10,377,932.32 
5,764,427.27 


482,565.10 
$39,776,768.40 


$ 561,471.25 
1,429,047.68 
78,102.41 


$ 2,068,621.34 
$ 1.00 


$87,748,279.10 


FEBRUARY l, 
1941 


$ 6,016,317.45 


14,381.00 


5,099,308.52 


5,523,182.05 


17,418,002.33 
684,134.37 


$34,755,325.72 


$ 1,300,158.22 


745,188.50 

39,901.09 
124,690.17 
386,964.79 


$ 2,596,902.77 


$14,715,407.90 
17,185,957.18 


10,921,574.89 
4,801,500.30 
803,196.70 


$47,927,636.97 


$ 312,414.65 
1,340,758.24 
95,040.36 


$ 1,748,213.25 


$ 7,000,000.00 


$94,028,078.71 


COMPANIES —COMPARATIVE CONSOLIDATED BALANCE SHEET 


STATEMENT NO. 1 


DODODOOOOOOOOOOOODOOOOOOODOODOOOODOOODOOODOOODOOOOODOOOODOOOooDLODLODODLODOELODLOEOD LAO LOOOKODOAOOAA AD ODOO AOD AD OOODDA 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable — for merchandise on hand and in transit............ 


Accrued liabilities: 
ears eh ee nS OR od a ae oe as: Bacay, 


EEE are EAN ees Sine. RN ieee Ee an tae 
ee eee AES PEA ree Re phen es geenne MON ee geet ee ae 


Other current liabilities: 
Dividends payable on common stock of R. H. Macy & Co., Inc... .... 
Miscellaneous credit balanoes. «i. ccc 66s sco oe ee visw bam awie's been on 


LONG-TERM DEBT (exclusive of portion due within one year, included 
in current liabilities): 
Notes payable due after one year to 1950.....................ee eee 
Mortgages payable due after one year to 1959....................... 
Total (average interest rate 2.32% at January 31, 1942 compared with 


RA GE DETER Pe tick ihc tae a iS «Su exe RS 
RESERVES: 
For taxes on deferred profits on instalment sales and for possible assess- 


ee a ee rere err rere er 
For variations in prices of securities held by Macy’s Bank.............. 
ee RI RINE 5 soe Sis Sic has FEN a Fie 6 ead eas 6 Rk Raine Fs 


MINORITY INTERESTS IN SUBSIDIARY COMPANY -— preferred 
stock outstanding less deficit applicable thereto................ 


| CAPITAL STOCK AND SURPLUS: 


Common capital stock: 
| Authorized, 2,500,000 shares of no par value 
Issued, 1,659,939 shares at both dates (See Note 5A)............... 
Less held in treasury, 3,872 shares at January 31, 1942 and 385 shares 
me | SAS ee emer, Soe y te ie Peto e ara rer er 
Outstanding, 1,656,067 shares at January 31, 1942 and 1,659,554 
PN Oe eee FT BOGE a. ok 5.5 See eed ope ten edlades 
Surplus, per Statement No. 2: 
PE IN opts or FA Rhik ad hee ho vic Pcp oN Stee RARE EA Ce docnarn 
CER MUNN reat ieinsss coke Aa watow ha aa bed eked i cae ease ceG 





See explanatory notes on page 18. 


JANUARY 31, 
1942 


$ 5,335,552.37 


1,145,593.24 
2,010,000.00 
923,230.40 
157,404.99 
593,539.75 


1,109,564.89 
877,684.04 


$12,152,569.68 


$10,000,000.00 


2,875,000.00 


$12,875,000.00 


$ 761,667.14 
5,246.98 
924,842.50 
50,000.00 


$ 1,741,756.62 


$_ 126,898.55 


$41,498,475.00 


96,800.00 


$41,401,675.00 


$18,153,994.26 
1,296,454.99 


$19,450,449.25 


$87,748,279.10 
——————— 


FEBRUARY 1, 
1941 


$ 3,033,175.60 


581,172.14 
1,053,000.00 
802,901.80 
164,365.30 
458,035.02 


829,777.00 
533,772.52 


$ 7,456,199.38 


$ 5,000,000.00 


3,924,500.00 


$ 8,924,500.00 


$ 513,318.51 
965.78 
811,975.75 
50,000.00 


$ 1,376,260.04 


$ 129,625.75 


$57,959,427.19 


13,442.89 


$57,945,984.30 


$18,195,509.24 


$18,195,509.24 
$94,028,078.71 
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R. H. MACY & CO., INC. AND SUBSIDIARY COMPANIES — 


YEAR ENDED YEAR ENDED 
JANUARY 31, 1942 FEBRUARY 1, 1941 
(52 WEEKS) (52 WEEKS ) 


EARNED SURPLUS: 
Balance, beginning of year................ $18,195,509.24 $17,263,450.91 


Add: 


Net profit applicable to common stock of 
R. H. Macy & Co., Inc., per Statement 
PNG el Saree nonin cans etka $ 3,641,426.95 $ 4,269,009.57 


Net credit or charge arising prior to April 
29, 1941 in connection with the pur- 
chase of shares of the Corporation's 
capital stock, and with the payment 
during year ended February 1, 1941 
of treasury stock as compensation to 
officers and employees.............. 43,668.06 20,568.24° 


3,685,095.01 4,248 441.33 
$21,880,604.25 $21,511,892.24 


Deduct: 


Dividends declared on common stock of 
R. H. Macy & Co., Inc.: 


Regular dividends at $2.00 per share for 
Se Se ee ee eer ee $ 3,310,614.50 $ 3,316,383.00 


Special dividend at $.17 per share...... 281,531.39 —- 


Adjustments as a result of changes in ac- 
counting policy (See Note 5): 


Investment in The Lasalle & Koch Com- 
ee EE ot es eae 173,128.67 —— 


Accumulated earnings of Macy’s Bank. . 12,335.43 —— 
Fixed assets of R. H. Macy & Co., Inc... 51,000.00° —~— 
«796,609.99  —ss—ié‘“‘*s*éS«S16, 88,00 
Balance, end of year, carried forward....... $18,153,994.26 $18,195,509.24 


*Contra. 
See explanatory notes on page 18. 
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YEAR ENDED YEAR ENDED 
JANUARY 31, 1942 FEBRUARY 1, 1941 
(52 WEEKS) (52 WEEKS) 
Balance of EARNED SURPLUS, 


end of year, brought forward .............. $18,153,994.26 $18,195,509.24 


CAPITAL SURPLUS: 


Initial balance, resulting from the reduction 
of the capital of the Corporation as 
authorized by the stockholders at the 
annual meeting held on April 29, 1941: 


Capital at April 29, 1941 before adjustment: 
Issued, 1,659,989 shares............... $57,959,427.19 $ — 
In treasury, 4,485 shares.............. 156,600.95 — 


Outstanding, 1,655,454 shares.......... $57 802,826.24 $ Stee 


Capital at April 29, 1941 after reduction, 
1,655,454 shares at $25.00 per share. . . 41,386,350.00 — 


$16,416,476.24 $ — 
Deduct: 
Adjustments as a result of changes in ac- 
counting policy (See Note 5): 
Write-down of goodwill............... $ 6,999,999.00 $ — 
Fixed assets and other properties of L. 
Bamberger tt Co... 5. «05 sos sen ness 8,280,886.06 i 
Investment in The Lasalle & Koch Com- 
Ee aE ae ene er 173,128.67 ° —— 


$15,107,756.39 $ — 
Charge (net) arising subsequent to April 
29, 1941 in connection with the pur- 
chase of shares of the Corporation's 
capital stock, and with the payment 
during year ended January 31, 1942 
of treasury stock as compensation to 
officers and employees (similar pay- 
ments for year ended February 1, 1941 
were charged to earned surplus)... .. 12,264.86 — 


15,120,021.25 — 
Balance, end Of year... 6s 65 cide esiaa ees $ 1,296,454.99 $ — 


TOTAL SURPLUS, end of year, to Statement 
WS Br ainat ng ecient dew $19,450,449.25 $18,195,509.24 


*Contra. 
See explanatory notes on page 18. 
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STATEMENT NO. 8 R. H. MACY & CO., INC. AND SUBSIDIARY COMPANIES 


COMPARATIVE CONSOLIDATED PROFIT AND LOSS 
YEAR ENDED YEAR ENDED 


JANUARY 31, 1942 FEBRUARY 1, 1941 
(52 WEEKS) (52 WEEKS) 
Net Sates (including those of leased depart- 
ments ) : 
B. 3h, Maoy & Co. Itt. : esac ees ess $99,679,025.07 $87,642,149.77 
Ds eS eee eee 86,870,972.66 33,230,937.62 
The Lasalle & Koch Company.............. 8,478,629.93 7,102,771.21 
Davison-Paxon Company.................. 8,494 267.88 7,347,719.07 
$153,522,895.54 $135,323,577.67 
Depuctr Cost or Goons SOLD AND EXPENSES, ex- 
clusive of items listed below (See Note 4) 188,282,339.54 122,061,609.83 
$ 15,240,556.00 $ 13,261,967.84 
DeEpDUCT: 
Maintenance and repairs.................. $ 1,650,605.35 $ 1,341,928.61 
RNIN 5s ct sa a eet pcm re ae 2,765,517.95 2,649,456.14 
Taxes other than those applicable to cost of 
goods sold and federal taxes on income. . 8,305,767.89 3,049,318.27 
Rents paid less rents received.............. 1,156,292.51 992,588.72 
Interest and debt discount and expense...... 276,990.94 294,426.09 
Purchase of paid-up annuities for pensioned 
RINE So isc ood vse heen 1,237,000.00 = 
Losses in connection with New York World’s 
Pil eS 2 os cs es Sos eae ees — 171,441.76 
Total (exclusive of amounts applicable to 
SN NED Sino hs ole race hen 10,392,174.64 8,499,159.59 
$ 4,848,381.36 $ 4,762,808.25 


App OTHER INCOME: 

Income from radio station WOR, from securi- 

ties, and from miscellaneous non-trading 

CBOE ons iin seed siewins ce deus $ 1,075,550.64 $ 664,605.22 
Provision for estimated loss, less gain, in con- 

nection with certain properties no longer 

CB) ee 173,178.04° — 
Declines in market prices (calculated in the 

aggregate rather than by individual secu- 

rities ) and losses (net) on sales of securi- 

ties owned by Macy’s Bank............ 4,281.20° 3,523.20* 

898,096.40 661,082.02 


Net Prorir BEFrore PROVISION FOR FEDERAL 
Fines Cat SUE ook in rc weae enn $ 5,746,477.76 $ 5,423,890.27 


PROVISION FOR NORMAL FEDERAL TAXES ON IN- 
COME (provision for excess profits tax is 


not required) (See Notes 4 and 5D)... 2,010,000.00 1,053,000.00 
$ 3,736,477.76 $ 4,370,890.27 


Depucr INTEREST OF MrinorITy STOCKHOLDERS 


IN PROFITS AND LOsSES OF SUBSIDIARY 
CRN ino ee vce & boca wees 95,050.81 101,880.70 


Net Prorir APPLICABLE TO COMMON STOCK OF 


R. H. Macy & Co., Inc. (See Notes 4 
and 5), to Statement No. 2............ $ 8,641,426.95 $ 4269,009.57 
a | pn en I 


*Contra. 
See explanatory notes on page 18. 
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MACY’S BANK (A New York banking corporation) 


STATEMENT NO. 4 


SU EEE cca ee Et nnn nnn IS INSINIISIEISISISSSSSSSEESSSSSSSSSSSSSSSSSSSSSS SSS 
OOOOOOOOOOOOoOOOOOOOO> OOOO OOOO OO OOO OOO OOOO OHS OO OOOO OO OE OOOO DOOOOOOOOOVOVECV 


COMPARATIVE BALANCE SHEET 


JANUARY 31, 
1942 
ASSETS 
Cash: 
Ga Grand) Cencelt anak om tanta oi Sos Si es hw feat eceneee a $3,632,391.97 
On time deposit — due in not over six months.......................... 265,000.00 
On deposit as issuing agent for U. S. Defense Savings Bonds............. 50,000.00 
Investments — at cost, less reserves to reduce to aggregate market prices: 
Re ee Oy ee CL Ee er CCS Ferre ete 8 Tee ee 761,872.70 
URE SIN i Bc SR ois Pea gon ea Se hie ed 349,380.50 
Real estate mortgages — guaranteed by Federal Housing Administration. . . 323,981.79 
R. H. Macy & Co., Inc.: 
Amount receivable under operating contract.......................5-5. 5,246.98 
CNN IS oo oh Pes atau gli Gee w Dn oh OARS Koala 4 Wace Desde CER 31,999.53 
rabies A PUI 8 ho 2 ieee noche ate a etme Sak ee a ek Cee 6,352.15 
$5,426,225.62 
LIABILITIES 
i OS I os so olin wien oe xp te Shu ew A dasa Ala pm Bee yaualx enw ke $4,638,549.80 
Accounts payable and accrued expenses... ........... 66sec cece cence ees 13,852.88 
Capital stock and surplus: 
Capital stock, of a par value of $100.00 per share — authorized, issued and 
materia SFO GOOG a se sii sin dn ox pee ARS HAIN EUR ar 4 375,000.00 
Pe Pre SOS ey eee rarer ETC ee yy Cer ee ee 375,000.00 
ne eee Or Te ee OE hes Ore ceee errer cra es ioe een 23,822.94 
$5,426,225.62 


FEBRUARY 1, 
1941 


$4,591,935.93 
190,000.00 


682,400.00 
49,900.56 


965.78 
4,593.50 


4,997.26 


$5,524,793.03 


$4,771,600.39 
962.50 


375,000.00 
375,000.00 
2,230.14 


$5,524,793.03 
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TABLE NO. 1 R. H. MACY & CO., INC. AND SUBSIDIARY COMPANIES 


COMPARATIVE BALANCE SHEET STATISTICS 


END OF FISCAL YEAR 
1942 1941 1940 1939 1938 


WORKING CAPITAL: 
Current assets: 


Cash and investments....... $ 9,145,432 $ 6,030,698 $ 7,519,496 $ 9,277,620 $10,311,781 
Notes and accounts receivable 12,041,943 10,622,491 8,475,742 6,435,839 6,118,878 
Merchandise inventories. ... . 21,646,778° 17,418,002 15,885,222 14,918,967 15,947,482 
Other current assets......... 1,077,199 684,134 645,245 515,704 579,252 
$48,911,352 $34,755,325 $32,525,705 $31,148,130 $32,957,393 
Current liabilities.............. 12,152,569 7,456,199 6,940,351 6,061,027 6,433,799 
of | rae $31,758,783 $27,299,126 $25,585,354 $25,087,103 $26,523,594 
Ratio of current assets to current 
eee 3.61 4.66 4.69 5.14 5.12 
LONG-TERM DEBT’: 
Notes payable... 2. 665 o.6e iss. $10,000,000  $ 5,000,000 $ 5,000,000 $5,000,000 $ 5,500,000 
Mortgages payable............. 2,875,000 3,924,500 4,936,500 6,036,000 7,085,500 


ee ee 


eee eee eee eee eee lee ee-—O— OU UW™OT OU—CE™’™ wDO—O—S—O 
—_—_—_ OO _-:—~—S—<CSOCC!VOD'OOvO010mnhomn > -—— ea ern ire eae asa ae 


NOTEs: 
1. See Note 4 to financial statements, page 18. 


2. Long-term debt does not include instalments of such debt which are payable within one year from each year-end as such 
amounts represent current liabilities and are included under that caption in the table of working capital above. 
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R. H. MACY & CO., INC. AND SUBSIDIARY COMPANIES 


COMPARATIVE OPERATING STATISTICS 


NET SALES: 


R. H. Macy & Co., Inc.......... 
L. Bamberger & Co............ 
The Lasalle & Koch Company. .. 
Davison-Paxon Company....... 


DEPRECIATION AND CERTAIN 
OTHER DEDUCTIONS (ex- 
clusive of amounts applicable 
to other income): 


Maintenance and repairs....... 
Depreciation 
Taxes, other than those applic- 
able to cost of goods sold and 
federal taxes on income...... 


Rents paid less rents received. . . 
Interest and debt discount and 


» 2 6.6 8 Sen OC 6 1) Oe" «@ 


NET PROFIT AND DIVIDENDS 
PAID’: 


Net profit before minority inter- 
ests and federal taxes on income 


Share of profits and losses applic- 
able to minority interests... .. 


Federal taxes on income........ 


Net profit applicable to common 
stock of R. H. Macy & Co., Inc. 


Number of shares of R. H. Macy 
& Co., Inc. common stock out- 
standing, less shares held in 
treasury 


Net profit per share........... 
Dividends paid per share...... 


>} le ele 6 Ue: nt 'O 18 oi Oe: Ve, O80 


NOTEs: 


1. This fiscal year consisted of 53 weeks; all others 52 weeks. 


1942 


Oe 


$ 99,679,025 
36,870,973 
8,478,630 
8,494,268 


$ 1,650,605 
2,765,518 


3,305,768 
1,156,293 


276,991 


5,746,478 


95,051 
2,010,000 


3,641,427 


2. See Notes 4 and 5D to financial statements, page 18. 


YEAR ENDED JANUARY/FEBRUARY 


1941 


$ 87,642,150 
33,230,938 
7,102,771 


$ 1,341,929 
2,649,456 


3,049,318 
992,589 


294,426 


5,423,890 


101,880 
1,053,000 


4,269,010 


1,659,554 
2.57 
2.00 


1940° 


$ 84,973,550 
31,783,595 
6,837,051 
6,839,491 


$ 1,238,410 
2,680,188 


3,073,656 
936,266 
377,442 


4,875,229 


113,192 
820,000 


3,942,037 


1,657,574 
2.38 
2.00 


1939 


$ 82,758,269 
30,104,428 
6,329,507 
6,031,705 


$ 1,241,547 
2,839,079 


3,040,771 
885,449 


423,963 


3,101,285 


109,538 
580,000 


2,411,747 


1,658,824 
1.45 
1.50 


TABLE NO. 2 


1938 


$ 90,980,960 
31,636,695 
7,114,037 
6,140,108 


a —_-O- S - - — C- rr—OOE UO eee 
een eee > Oe SOOO OO i a C—O 


$ 1,354,364 
2,800,835 


2,774,120 
914,548 


487,703 


4,298,464 


114,090 
875,000 


3,309,374 


1,655,618 
2.00 
2.50 
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NOTES TO FINANCIAL STATEMENTS 


1. The accompanying consolidated financial statements 


include by consolidation the figures of all subsidiary 
companies owned to the extent of over 50% with the 
exception of several foreign subsidiary companies the 
investments in which were nominal and have been 
written off, and Macy’s Bank for which a separate bal- 
ance sheet is included herewith. 


. Fixed assets as well as land, buildings and building 


a ge not used in operations are included at Janu- 
ary 31, 1942 at cost to the respective companies, less 
depreciation. For basis used in prior years see Note 5B. 


. Under the contract between R. H. Macy & Co., Inc. 


and Macy’s Bank the former in substance guarantees 
the Bank against ogeereny ee and decline in prices of 
securities held by the B 


. In the preparation of balance sheets and the determi- 


nation of net profits of prior years, merchandise inven- 
tories have been stated on the basis of “cost or market, 
whichever is lower”, as determined by the retail meth- 
od of inventory. The use of the basis of “cost or mar- 
ket, whichever is lower” has been continued as at Janu- 
ary 31, 1942 but, in arriving at cost, a change has been 
made to the Lifo (last-in first-out) method of valua- 
tion based on an index of retail price changes. By the 
use of this method, instead of that formerly employed, 
(1) merchandise inventories have been stated at an 
amount which is lower by $2,390,868.00 with a corre- 
sponding decrease in net profit before provision for fed- 
eral taxes on income, (2) the provision for federal taxes 
on income has been reduced by $860,000.00, and (3) 
net profits after providing for such taxes have been re- 
duced by $1,530,868.00, — the difference between 
the two preceding figures. Under existing provisions of 
the federal tax laws the Lifo method may not be used 
by these companies for tax purposes but it is believed 
that retroactive legislation will be enacted permitting 
its use for the year covered by this report. In the event, 
however, that retroactive legislation of a satisfactory 
character is not enacted, the taxable income of these 
companies would be increased by the aforementioned 
$2,390,868.00 and the tax liability would be increased 
by the $860,000.00. 


. Several changes in accounting policy were adopted 


during the year as follows: 

(A) Basis of stating goodwill: As authorized by the 
stockholders at the annual meeting held on April 
29, 1941, the goodwill of the Corporation, formerly 
carried on the books at $7,000,000.00, was written 
down to the nominal amount of $1.00 and the re- 
sulting write-down of $6,999,999.00 was deducted 
from capital surplus, The capital surplus had re- 
sulted from the authorization by the stockholders at 
the meeting held on that day to reduce the capital 
of the Corporation from $57,959,427.19 to $41,498,- 
475.00, representing a stated value of $25.00 a 

e for the 1,659,939 shares of issued common 
capital stock of no par value. 

(B) Change in basis of fixed assets and other a 
In prior years fixed assets as well as land, buildings 
at buildin ——— not used in operations 
were stated 1) or R. H. Macy & Co., Inc. and its 
local subsidiary companies, at cost to the respective 
companies, (2) for L. Bamberger & Co. and its sub- 
sidiary companies, at cost to R. H. Macy & Co., Inc. 
as determined by appraisals made in 1929 upon 
acquisition of the common stock of L, Bamberger & 
Co., with acquisitions since that date at cost, and 
(3) for the remaining subsidiary companies, at cost 
to such subsidiary companies. The basis of stating 
these assets was changed to the uniform one of cost 
to the respective companies, This required a change 
principally with respect to the assets of L. Bamber- 
ger & Co, and its subsidiary companies. When the 
common stock of that Company had been acquired 
in 1929 its books were restated to the basis of the 
appraised values, the investment in the common 
stock of L. Bamberger & Co. being recorded on the 
books of R. H. Macy & Co., Inc. at the net assets thus 
determined, These appraisals resulted in net in- 


QQ SSS 
PODOOOO OOOO OOOVOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOAOOOOOODODOOOOOOOOOOOLD 


creases of $10,230,344.24 in book figures, and there- 
er depreciation was taken and charged to ex- 
pense on the basis of such appraised values. During 
the year ended January 31, 1942, upon recommen- 
dation of the Audit Committee of the Corporation, 
the assets of L. Bamberger & Co. were restated to 
the basis of cost, less depreciation, consistent with 
the practice used by the Corporation and its other 
subsidiaries, requiring the cancellation of the bal- 
ance of the aforementioned increase which had 
then been reduced to $8,280,886.06, As most of the 
appreciation remaining on the books related to land, 
cancellation resulted in a reduction of only a 
proximately $1,200.00 in depreciation expense for 
the gd ens ey $1, 1942. In the preparation 
e consolidated balance sheet the amount of 
$8,280,886.06 thus written off has been eliminated 
through capital surplus. 

The only other deviation from the basis of cost 
to the respective companies ha n a write-down 
of $51,000.00 by R. H. Macy & Co., Inc. with respect 
to a parcel of land, This write-down was restored 
by a credit to earned surplus to which the amount 
had previously been charged, 


(C) Change in basis of carrying investments in subsid- 
companies: It had been the policy of the 
Corporation and its subsidiary companies to carry 
investments in the capital stocks of subsidiary 
companies at the equity in net assets of such sub- 
sidiary companies, As at January $l, 1942, upon 
recommendation of the Audit Committee of the 
Corporation, such investments were restated to the 
basis of cost of acquisition. This restatement af- 
fected, principally, the balance sheet of the parent 
company and required only the following adjust- 
ments in the consolidated figures: (1) The Corpora- 
tion’s share of the net income of Macy’s Bank, 
which is the only operating subsidiary company not 
included in the consolidation, for the last six months 
of the year ended January 31, 1942 in the amount 
of $11,042.73 has not been included in the consoli- 
dated net profit in Statement No. 3 (in the previous 
year such net profit was so included and amounted 
to $2,188.50 for the portion of the year during which 
the Bank was in operation ), and the share of accum- 
ulated earnings for — periods, amounting to $12,- 
835.43, has been eliminated from earned surplus; 
and (2) the difference of $173,128.67 between the 
cost of acquiring the capital stock of The Lasalle & 
Koch Company and the equity in the net assets of 
such company, heretofore credited to earned sur- 
plus, has been eliminated therefrom and transferred 
to capital surplus. 


(D) Change in method of recording profits and losses 
from the Bank’s securities: It had been the policy 
of the Corporation to record through earned surplus 
declines in market prices, and profits and losses on 
sales, of securities owned by Macy’s Bank and its 
predecessor, R. H. Macy & Co., Private Bankers. A 
change has been made uring the year ended Janu- 
ary 31, 1942 to record such items through profit 
and loss. The amounts of such profits and losses for 
the = five fiscal years have been as follows: 1942 
— $4,281.20 (loss); 1941 — $3,523.20 (loss); 1940 
— $35,397.54 (profit); 1939 — $61,520.69 (profit); 
1988 — $870,585.02 (loss). 

In the year ended February 1, 1941, $315,000.00 
had been added to earned surplus, representing a 
reduction of federal taxes on income resulting from 
the realization of losses on liquidation of marketable 
securities owned by R. H. Macy & Co., Private Bank- 
ers for which losses reserves had previously been 
provided. In conformity with the change in account- 
~— , this reduction in taxes of $315,000.00 as 
well as the profits and losses on securities in prior 
years, as shown above, have been transferred to the 
profit and loss statement and the figures for such 
prior years as presented herewith in Statement No. 8 
and Table No. 2 have been amended accordingly. 





TOUCHE, NIVEN & CO. 
CERTIFIED PUBLIC ACCOUNTANTS 
EIGHTY MAIDEN LANE 


NEW YORK 


April 8, 1942 


TO THE BOARD OF DIRECTORS AND 
STOCKHOLDERS OF R. H. MACY & CO., INC.: 


We have examined the consolidated balance sheet of R. H. Macy & Co., Inc. and 
subsidiary companies, and the balance sheet of Macy's Bank, both as of January 
81, 1942, and the consolidated statements of profit and loss and surplus for the 
fiscal year (52 weeks) then ended, have reviewed the system of internal control 
and the accounting procedures of the companies and, without making a detailed 
audit of the transactions, have examined or tested accounting records of the 
companies and other supporting evidence, by methods and to the extent we 
deemed appropriate. Our examination was made in accordance with generally 
accepted auditing standards applicable in the circumstances and included all 
procedures which we considered necessary. 

Several changes in accounting policy were made during the year ended January 
31, 1942 both with regard to the use of the last-in first-out inventory basis and 
other matters; these are referred to in Notes 4 and 5 to the financial statements. 

In our opinion, the accompanying consolidated balance sheet of R. H. Macy 
& Co., Inc. and subsidiary companies, the balance sheet of Macy’s Bank, and the 
related consolidated statements of profit and loss and surplus present fairly the 
position at January 31, 1942, and the consolidated results of operations for the 
fiscal year (52 weeks), in conformity with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year, except for the 
changes in accounting policy, which we approve, explained in Notes 4 and 5 
to the financial statements. 


TOUCHE, NIVEN & CO. 


a « 





